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« Democracies have split in power:a
legislature, an executive, and a judiciary.
To prevent abuse of power.

« Nowadays more than trias politica:
— Free press

Montesquieu — Court of Audit

— Council of State

CPB Netherlands Bureau for Economic Policy Analysis




Checks and balances in fiscal policy

« Independent fiscal institutes: to
increase transparency/
accountability and to strengthen
the position of Parliament/
voters/public vis-a-vis
government

« Moreover:
— To reduce deficit bias /
myopia
— To reduce pro-cyclicality

CPB Netherlands Bureau for Economic Policy Analysis




Steep rise in number of fiscal institutes

Figure 1. Number of Independent Fiscal Councils in the World
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Ifi's are heterogeneous
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CPB: A 70 year long tradition ’5‘

 Founded in 1945 by Jan Tinbergen,
first Nobel Laureate in economics
(1969)

» Legally established as ‘Central
Planning Bureau’

 However, from the start engaged in
policy analysis, not planning.

CPB Netherlands Bureau for Economic Policy Analysis
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The four core values of CPB

CPB's goal for the medium term is to be a widely trusted source of
policy relevant economic analysis, despite a polarizing society where
authority of any institute is no longer a given.

Still, CPB is — and strives to remain — the leading institute for
economic policy analysis in the Netherlands, and a source of
inspiration abroad.

The goal is to be an effective provider of input for evidence-based

policy making in this changing society, while being impartial,
independent, policy relevant and academically sound

CPB Netherlands Bureau for Economic Policy Analysis
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Legal basis relevant; reputation crucial

Legal basis:

« Wet Centraal Economisch Plan
(1947; link )

« Aanwijzing voor de Planbureaus
(2012, link )

- Wet houdbare
overheidsfinancién (2013, link )

CPB Netherlands Bureau for Economic Policy Analysis


http://wetten.overheid.nl/BWBR0002029/2014-01-25
http://wetten.overheid.nl/BWBR0031972/2012-04-01
http://wetten.overheid.nl/BWBR0034360/2015-07-22

Reputation is key

2015 survey among % of Dutch population
Dutch population cpg. CPB s h 40
not transparent
v CPBis
9%
objective I 56
cPBis reliable |G 57
0 50 100
m 2015 survey among Dutch
population
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The Audit Committee’s appraisal of CPB:

Societal relevance: excellent
Long-term viability: good

O

Z Noblessé Oblige Applied scientific research: very good
Ll

@, "

m

link
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http://www.cpb.nl/en/article/noblesse-oblige-findings-cpb-audit-committe-2016

Topics: more
than
public
finance

Varying themes

Continuous themes

Regional Financial sector

economics
Core themes

R

Productivity

Decentralisation
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CPB and the long budgetary cycle

Publications in series
Promising Policies (CPB,
Research SCP, PBL)

CPB: Medium-term
baseline

Including sustainability
analysis

Policy Brief Budgetary
policy

SBR-Committee of high-
level civil servants
(including director

CPB): advice on deficit
target and budgetary
rules

CPB Netherlands Bureau for Economic Policy Analysis
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CPB analyses of the
election manifestos

CPB Netherlands Bureau for Economic Policy Analysis
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CPB and the long budgetary cycle (3)

Update medium-term
outlook on the basis of
the Coalition Agreement

CPB analyses of the

Coalition Agreement

CPB Netherlands Bureau for Economic Policy Analysis
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The recent long cycle: promising policies series

Overview policy area
o Outcomes
o Benchmark (international)
o Existing policies
o Survey literature

onderwijsbeleid « Policy options
o Menu of options
o Effects (trade offs)

« Labour market 1, 2, Education ,
R&D , Housing , Mobility , Science
policy , (Health care)

CPB Netherlands Bureau for Economic Policy Analysis



http://www.cpb.nl/publicatie/kansrijk-arbeidsmarktbeleid
http://www.cpb.nl/publicatie/kansrijk-arbeidsmarktbeleid-deel-2
http://www.cpb.nl/publicatie/kansrijk-onderwijsbeleid
http://www.cpb.nl/sites/default/files/publicaties/download/cpb-boek-20-kansrijk-innovatiebeleid.pdf
http://www.cpb.nl/publicatie/kansrijk-woonbeleid
http://www.cpb.nl/publicatie/kansrijk-mobiliteitsbeleid
http://www.cpb.nl/publicatie/kansrijk-wetenschapsbeleid
http://www.cpb.nl/publicatie/kansrijk-wetenschapsbeleid
http://www.cpb.nl/publicatie/zorgkeuzes-in-kaart-analyse-van-beleidsopties-voor-de-zorg-van-tien-politieke-partijen

The recent long cycle: Policy Brief fiscal policy

Opties voor begrotingsbeleid

De overheidsbegroting heeft een positieve invioed op de
welvaart als het de conjunctuurgolven weet te dempen en
daarbi] de houdbaarheid van de begroting op lange
termijn en een goede allocatie van middelen weet te
borgen. De macro-economische stabllisatie is in het
verleden h ijk niet gelukt: het

bleek procyclisch in plaats van anticyclisch.

Deze infographic toont voor de komende kabinetsperiode
vier opties voor het begrotingsbeleid.

1. Europese begrotingsregels als centraal richtsnoer
[ [ ]
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3. Houdbaarheid als anker

® Afspraken in coalitieakkoord

g ® Maatregelen voor wegwerken houdbaarheidstekort/-surplus
® Bij coalitiebesprekingen naar middellangetermijn kijke
.

Goed te combineren met trendmatig begrotingsbeleid

als optie

Effecten op macro-economische stabilisatie kunnen variéren
® Demping of versterking afhankelijk van geraa
0 en daa

rkelijke conjunctuur
® Bij viakke fasering is risico van procylisch beleid geringer

® Automatische stabilisatoren werken daarbij altijd dempend
® Bij forse negatieve schok ad-hocbeleid eerder nodig dan in

optie 2

Afweging van de vier opties
Geen van deze vier opties presteert op alle facetten het best, zie de scorekaart
hiernaast. Mengvormen zijn natuurlijk mogelijk. Bij de uiteindelijke politieke

den d: alleen werken als zij

nfographic is gebaseerd op de CPB Policy Brief ‘Op
et CPB. Voor de oorspronkelijke tekst, grafieken en de exact
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Aandachtspunten

® Deel impuls lekt weg via binnenlandse besparingen en invoer

® De conjuncturele ontwikkeling is onzeker, maatregelen om
daarop In te spelen kunnen te laat zijn

© Soms worden tijdelijk en bij hoogconjunctuur niet
teruggedraaid > procydlisch beleid en houdbaarheidstekort
® Kan middellangetermijnoriéntatie en Stabiliteits- en
Groeipact doorkruisen en tot bestuurlijke onrus
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hebben dus niet direct effect

maatrege
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http://www.cpb.nl/publicatie/opties-voor-begrotingsbeleid

The recent long cycle: Outlook & Recommendation

« CPB Medium-term Outlook (March 2016) (link)
L aoe] 2007] 2018 2019 2020 2021

Gross government outlays 43.8 43.4 42.8 42.5 42.2 41.9
Taxes and social security contributions 37.5 37.7 38.0 38.3 38.5 38.6
General government budget balance -1.7 -1.2 -0.4 0.1 0.4 0.6
Gross government debt (EMU) 65.4 64.1 61.6 58.9 56.4 54.0

« Advisory group (incl. Director CPB): no need additional measures to
improve budget balance vis-a-vis- projection of CPB Medium-term
Outlook (link)

CPB Netherlands Bureau for Economic Policy Analysis


http://www.cpb.nl/publicatie/middellangetermijnverkenning-2018-2021
https://www.rijksoverheid.nl/documenten/rapporten/2016/07/01/15e-rapport-studiegroep-begrotingsruimte-van-saldosturing-naar-stabilisatie

Baseline
EMU balance (2021, ex ante, billion euros) 7.5
GDP volume (2021, %, a) 1.7
Employment (2021, percentage points) 5.5
Consumer price index (2021, %, a) 1.3
Employment market sector (2021, a) 0.5
Employment public sector (2021,a) -0.1
Employment health care (2021, a) 2.2
Purchasing power (2021, a)
The employed 0.0
Benefit recipients -0.2
Pensioners -0.3
All households 0.0
Lowest compared to highest incomes (b) -0.3
Sustainability (% GDP) 0.4
Structural employment (percentage points)
Effects on distribution of income, after 2021 (c) 2.9

CPB Netherlands Bureau for Economic Policy Analysis
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The recent long cycle: Election manifestos (link)
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http://www.cpb.nl/en/publication/charted-choices-2018-2021
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The recent long cycle: Coalition Agreement

(link)

CPB Communication | 2017, October q

Analysis economic
and budgetary effects
of the financial
appendix to the
Coalition Agreement
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http://www.cpb.nl/en/publication/analysis-economic-and-budgetary-effects-of-the-financial-appendix-to-the-coalition-agreement

Finally: alternative package opposition parties

(link)

Analyse economische
en budgettaire
effecten van pakket
wijzigingsvoorstellen
van GroenlLinks, SP
en PvdA op het

Regeerakkoord

Uitgevoerd op verzoek van de
Tweede Kamerfrocties van Groenlinks,
SPen Pvdd
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http://www.cpb.nl/publicatie/analyse-economische-en-budgettaire-effecten-pakket-wijzigingsvoorstellen-GroenLinks-SP-PvdA-op-Regeerakkoord
http://www.cpb.nl/publicatie/analyse-economische-en-budgettaire-effecten-pakket-wijzigingsvoorstellen-GroenLinks-SP-PvdA-op-Regeerakkoord
http://www.cpb.nl/publicatie/analyse-economische-en-budgettaire-effecten-pakket-wijzigingsvoorstellen-GroenLinks-SP-PvdA-op-Regeerakkoord
http://www.cpb.nl/publicatie/analyse-economische-en-budgettaire-effecten-pakket-wijzigingsvoorstellen-GroenLinks-SP-PvdA-op-Regeerakkoord
http://www.cpb.nl/publicatie/analyse-economische-en-budgettaire-effecten-pakket-wijzigingsvoorstellen-GroenLinks-SP-PvdA-op-Regeerakkoord
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e CPB March Outlook

¢ = Input Cabinet decisions on government
outlays t+1

¢ = Input Growth and Stability Program

e CPB June Outlook (taking into account Cabinet
decisions on government outlays t+1)

e = |nput Cabinet decision on taxes t+1

\

J/

e Budget Day: publication draft budget t+1

e CPB September Outlook (consistent with draft
budget)

September e = input Draft Budgetary Plan

\

J

CPB Netherlands Bureau for Economic Policy Analysis

Providing the official economic
projection used in the budgetary
process

Providing information on
expenditure overruns and
discretionary tax measure overruns.
(Also done by Ministry of Finance)

No explicit assessment of budgetary
policy. No surveillance by CPB.

New: providing the Council of State
information needed for its
budgetary surveillance (of the
European rules)

29



Moreover, CPB provides the numbers on
(European) budgetary rules ..

« CPB simply provides the numbers. (And numbers can be powerful)
« CPB does not comment on numbers or draws policy conclusions.

« The Advisory Division of the Council of State has been designated as the body
responsible for the independent monitoring of compliance with EU fiscal rules

* Their September 2015 report:

« Even if the Commission's assessment of the structural deficit over 2016 shows that the
Netherlands is complying with the working agreements concluded with the Commission
this past spring, the deterioration of the budgetary outlook for 2015 and 2016 as a result
of lost gas revenues and the recent package of measures for relief of the tax burden will
still apply to the budget preparation for 2017 next spring. The rising structural deficit in
2015 and 2016 thus complicates the budget preparation for 2017.

CPB Netherlands Bureau for Economic Policy Analysis



CPB also provides sensitivity analysis ...

Consequences for the Netherlands of disappointing developments in the
global economy and better-than-expected developments on the housing
market; impact on annual arowth and levels

Disappointing Faster recovering

A i o ==
. 7] 2015 2016 2015 2016
]

0.2 5.9 0.0 0.0
00 03 0.0 00
0.0 02 0.0 00
00 05 04 17
]

0.1 05 0.1 03
0.0 0.1 01 05
0.1 0.8 02 15
0.0 0.0 08 3.4
0.2 15 0.0 00
0.1 L2 0.0 02
00 02 0.0 0.1
Unemployment percentage (% of GDP) 0.0 0.2 0.0 -0.1
EMU balance (% of GDP) 0.0 -0.2 0.0 0.2
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CPB provides detailed macro-economic forecast

L BN BN
2012 2013 2014 2015 2016
changes per year, in % 2012 2013 2014 2015 2016
International economy
Relevant world trade volume of goods and services 1.4 2.2 3.9 2.8 5.4 changes per year, in %
Competitor prices (a) 53 32 13 75 0.7 taz"“r ;“arket o T T o T
Oil price (in USD per barrel) 111.7 108.7 99 57.2 60.1 & o;'r orce = g 2 mi C :
Euro exchange rate (USD per euro) 1.28 1.34 1.33 1.1 1.09 Workingfpopliaton 05 05 043 i Ly
Long-term interest the Netherlands (in %) 1.9 2 1.5 0.7 0.9 Unemployed labour force (x thousand persons) 516 647 660 620 605
Volume GDP and spending Unemployed labour force (in % of labour force) 5.8 7.3 7.4 6.9 6.7
Gross Domestic Product (GDP, economic growth) -1.1 -0.5 1 2 2.4
H hold ti 1.2 14 0 1.6 1.9 Market sector (b)
Posfe ° C°"St‘fmp on — o — Y — Production 1.2 12 1.9 2.9 3
S consurr‘1p |on. - - - - - Labour productivity (per employment year) -0.4 -0.2 1.8 2 1.7
Investments (including stocks) -6.2 -5.3 2.7 6.5 6 Empl (i | 5 ) 08 1 01 0.9 13
Exportation of goods and services 3.8 2.1 4 3.7 5.1 me oyn:en In employment years 2'5 e 1'9 0.8 2'6
Importation of goods and services 2.7 0.9 4 4.1 5.7 age rz? £ - - - - - -
Labour income share (in %) 78.6 79.8 79.4 77.2 77.5
Prices, wages and purchasing power h
Price level Gross Domestic Product 1.4 1.4 0.8 0.8 1 Stiien
Individual saving share (in % disposable income) 08 04 08 06 05
Export prices goods and services, excluding energy 1.2 0.5 -0.7 1.6 11 (c) - e . . :
Import price levels 32 16 31 3 1.9 Balance current accounts (in % of GDP) 10.2 11 10.6 10.9 10.7
Inflation, Harmonised Index of Consumer Prices 28 26 03 05 11
(HICP)
Contract wages market sector 1.6 1.2 1 13 1.4
Purchasing power, static, median all households -2 -1.3 13 0.7 1.4

CPB Netherlands Bureau for Economic Policy Analysis




The official budgetary forecast

« CPB forecast of budget is not
the official forecast of budget
numbers. Official forecast =
numbers of ministry of finance
(based on CPB’s macro-

] e economic forecast)

EMU balance -3.9 -2.4 -2.4 -2.1 -1.4
EMU debt (ultimo year) 66.1 67.6 67.9 66.4 64.5
Collective financial burden 36 36.6 375 37 37.1

« Divergence of CPB and ministry
of finance numbers is awkward

« At least a good explanation of
divergence is required.

CPB Netherlands Bureau for Economic Policy Analysis
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Macro-economic model for the medium-term
outlook (GDP, inflation, unemployment,
government deficits) (Saffier )

Micro-simulation model for tax and social security
system (Mimosi ); real disposable income growth
by income group; income distribution

Behavioral micro-simulation model for tax and
social security system (Micsim ); impact on labor
participation

Housing market model (WM)

A long-term model for ageing, pensions and
public finances (Gamma )

Additional empirical results on behavioral effects
not covered by models above

CPB Netherlands Bureau for Economic Policy Analysis



http://www.cpb.nl/publicatie/saffier-ii-1-model-voor-de-nederlandse-economie-2-hoedanigheden-voor-3-toepassingen
http://www.cpb.nl/publicatie/mimosi-microsimulatiemodel-voor-belastingen-sociale-zekerheid-loonkosten-en-koopkracht-2016
http://www.cpb.nl/en/publication/micsim-a-behavioural-microsimulation-model-for-the-analysis-of-tax-benefit-reform-in-the-netherlands
http://www.cpb.nl/publicatie/gebruikershandleiding-cpb-woningmarktmodel
http://www.cpb.nl/en/publication/gamma-simulation-model-ageing-pensions-and-public-finances
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